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A. REGISTRANT IDENTIFICATION
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Allison-Williams Company FIRM LD. NO.
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B. ACCOUNTANT IDENTIFICATION

NDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

McGladrey & Pullen, LLP
(Name - if individual, state last, first, middie name)
;01 Nicollet Avenue, Suite 1300 Minneapolis MN 55402
“(Address) (City) (State) (Zip Code)
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OATH OR AFFIRMATION

I, Robext C. Tengdin, swear (ot affirm) that, to the best of my knowledge and belief the accompanying
financial statement and supporting schedules pertaining to the firm of Allison-Williams Company, as of __
September 39, 2004, arc true and correct, I further swear (or affirm) that neither the company nor any partner,
proprietor, principal officer or director has any proprietary interest in any account classified soley as that of 2
customer, except as follows: NONE.
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This report ** contains (check all applicable boxes):

(a) Facing page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss),

{d) Statement of Cash Flows.

(¢) Statement of Changes in Stockholders' Equity or Partners’ or Sole Proprietor's Capital.

(£) Statement of Chanpes in Liabilities Subordinated to Claims of Creditors.

() Computation of Net Capital

(h) Computation for Determination of Reserve Requirervents Pursuant to Rule 15¢3-3.

(i) Information Relating to the Posscssion o Control Requirements Undet Rule 15¢3-3.

(i) A Reconciliation, inclvding appropriate explanation of the Computation of Net Cupital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation betwecn the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation.

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previovs andit.

(o) Independent Auditor's Report gn Internal Control

000N O OOoOO0o00OMi

**For conditions of confidential reatment of certain portions of this ﬁlz'né, see section 240.17a-5(e)(3).
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McGladrey & Pullen

Certified Public Accountants

Independent Auditor’s Report

To the Board of Directors
Allison-Williams Company
Minneapolis, Minnesota

We have audited the accompanying statement of financial condition of Allison-Williams Company (a wholly owned
subsidiary of B&T Capital, Inc.) as of September 30, 2004, that you are filing pursuant to rule 17a-5 under the
Securities Exchange Act of 1934, This financial statement is the responsibility of the Company’s management. Our
responsibility is to express an opinion on this financial statement based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
statement of financial condition is free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the statement of financial condition. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit of the statement of financial condition provides a
reasonable basis for our opinion.

In our opinion, the statement of financial condition referred to above presents fairly, in all material respects, the
financial position of Allison-Williams Company as of September 30, 2004, in conformity with accounting principles

generally accepted in the United States of America.
% / %Z&z( LLP
“%“7/ /

Minneapolis, Minnesota
October 29, 2004

McGladrey & Pullen, LLP is 2 member firm of RSM International -
an affiliation of separate and independent legal entities.




Allison-Williams Company

Statement of Financial Condition
September 30, 2004

Assets
Cash (Note 2) $ 531,791
Marketable equity securities 2,938
Due from clearing broker/dealer 66,736
Income tax receivable (Note 4) 133,000
Security deposits and other assets 15,625
Furniture, equipment and leasehold improvements, at cost, net of $789,839 of accumulated
depreciation 58,343
$ 808,433
Liabilities and Stockholder's Equity
Liabilities
Accounts payable and accrued expenses $ 47,371
Commitments (Note 3)
Stockholder's Equity (Note 3)
Common stock, par value $0.25 per share; authorized 400,000 shares; issued 320,751 shares 80,188
Additional paid-in capital 871,762
Retained eamings 9,112
761,062
3 808,433

See Notes to Statement of Financial Condition.
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Allison-Williams Company

Notes to Statement of Financial Condition

Note 1. Nature of Business and Significant Accounting Policies

Nature of business: Allison-Williams Company (the Company) is a securities broker/dealer that primarily trades
privately placed fixed-income securities in the secondary market to institutional investors throughout the United
States. The Company also underwrites and trades new-issue municipal securities with other broker/dealers and
institutional investors primarily in the Midwest. In addition, the Company receives fees for other investment banking
services. The Company is a wholly owned subsidiary of B&T Capital, Inc.

The Company operates under the provisions of paragraph (k)(2)(ii) of rule 15¢3-3 of the Securities Exchange Act of
1934 and, accordingly, is exempt from the remaining provisions of that rule. Essentially, the requirements of
paragraph (k)(2)(ii) provide that the Company will clear all transactions on behalf of customers on a fully disclosed
basis with a clearing broker/dealer, and promptly transmit all customer funds and securities to the clearing
broker/dealer. The clearing broker/dealer carries all of the accounts of the customers and maintains and preserves all
related books and records as are customarily kept by a clearing broker/dealer.

A summary of the Company’s significant accounting policies follows:

Accounting estimates: The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the
statement of financial condition. Actual results could differ from these estimates.

Securities: Marketable securities are valued at market values.

In accordance with recognized industry practice, securities transactions are recorded on a settlement-date basis,
generally the third business day following the transaction date. Revenues and related expenses on transactions
executed but not settled were not material. Revenues from other investment banking services and corporate finance
transactions are recognized on closing date.

Depreciation: Furniture and equipment are depreciated using the straight-line method over estimated useful lives of
five years. Leasehold improvements are depreciated over the life of the lease.

Income taxes: The Company is a member of a group of affiliated companies that file a consolidated federal income
tax return. For financial statement purposes, each of the companies in the affiliated group is allocated its share of the
federal tax liability or benefit on the basis of its taxable income or loss. The Company and its affiliates file certain
state income tax returns separately from the consolidated group.

Deferred taxes are provided on an asset and liability method whereby deferred tax assets are recognized for
deductible temporary differences and operating loss and tax credit carryforwards, and deferred tax liabilities are
recognized for taxable temporary differences. Temporary differences are the differences between the reported
amounts of assets and liabilities and their tax bases. Deferred tax assets are reduced by a valuation allowance when,
in the opinion of management, some portion of the deferred tax assets may not be realized. Deferred tax assets and
liabilities are adjusted for the effects of changes in tax laws and rates on the date of enactment.



Allison-Williams Company

Notes to Statement of Financial Condition

Note 2. Restricted Cash Pursuant to Rule 15¢3-3

In accordance with provisions of rule 15¢3-3 of the Securities Exchange Act of 1934, the Company may be required
to maintain amounts segregated in “special reserve bank accounts for exclusive benefit of customers.” At
September 30, 2004, no amounts were required to be on deposit in these special reserve bank accounts. The
Company had $10,100 on deposit in this account at September 30, 2004, and accordingly, the entire amount of
$10,100 was available for immediate withdrawal.

The Company maintains a trade settlement account with a clearing broker in connection with its membership in a
clearing organization. There were no funds required to be on deposit at September 30, 2004.

Note 3. Commitments and Contingencies

Net capital requirements: The Company is subject to the Securities and Exchange Commission’s Uniform Net
Capital Rule (rule 15¢3-1), which requires the maintenance of a minimum amount of net capital and requires the ratio
of aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1. The rule also provides that equity
capital may not be withdrawn or cash dividends paid if the resulting net capital ratio would exceed 10 to 1. Net capital
and the related net capital ratio fluctuate on a daily basis; however, at September 30, 2004, the net capital ratio, net
capital and excess net capital were as follows:

Net capital ratio 0.09:1
Net capital $ 553,653
Excess net capital 453,653

As described in Note 1, the Company operates under the exemptive provisions of paragraph (k)(2)(ii) of rule 15¢3-3
and is required to maintain a minimum net capital of $100,000.

Leases: The Company leases office space under an operating lease which is cancelable by either party in June
2006. If the agreement is not canceled, the lease will extend to August 2009 at reduced rents. In addition to the base
rent payment, the Company pays a monthly allocation of the building's operating expenses. In 2004, the Company
entered into a sublease agreement with a third party whereby the Company rents excess office space in exchange
for rents equal to 30 percent of the existing lease.

The approximate total minimum rental commitment at September 30, 2004, is as follows:

Lease Sublease
Commitment Rentals Net
Years ending September 30:
2005 $ 103,000 $ 30900 § 72,100
2006 77,000 23,100 53,900

$ 180,000 % 54,000 3% 126.000
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Allison-Williams Company

Notes to Statement of Financial Condition

Note 3. Commitments and Contingencies (Continued)

Off-balance-sheet risk: As discussed in Note 1, the Company's customers’ securities transactions are introduced on
a fully disclosed basis with its clearing broker/dealer. The clearing broker/dealer carries all of the accounts of the
customers of the Company and is responsible for execution, collection and payment of funds, and receipt and
delivery of securities relative to customer transactions. Off-balance-sheet risk exists with respect to these
transactions due to the possibility that customers may be unable to fulfill their contractual commitments wherein the
clearing broker/dealer may charge any losses it incurs to the Company. The Company seeks to minimize this risk
through procedures designed to monitor the creditworthiness of its customers and that customer transactions are
executed properly by the clearing broker/dealer.

Note 4, Income Taxes

Net deferred tax assets consist of the following components as of September 30, 2004:

Deferred tax assets:
Net operating loss carryforwards $ 172,000
Other (7,000)
165,000

Less valuation allowance 165,000

$

The Company recorded a valuation allowance on the deferred tax assets to reduce the total to an amount that
management believes will ultimately be realized. Realization of deferred tax assets is dependent upon sufficient
future taxable income during the period that deductible temporary differences and carryforwards are expected to be
available to reduce taxable income.

At September 30, 2004, the Company has available net operating loss carryforwards for tax purposes of
approximately $372,000, which expire in varying amounts through 2023. Utilization of the carryforwards is dependent
upon the Company attaining profitable operations in the future.

The Company is a member of a group of affiliated companies that file a consolidated federal income tax return. In
2004, an affiliate utilized approximately $390,000 of the Company'’s federal net operating loss carryforward. The
Company has recorded in its financial statements $133,000 as an income tax receivable for the affiliate’s use of this
carryforward.



